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DETAILED ACTION 
Reply to Response 

LThis action is issued in reply to applicant's Response(Paper #10) filed 12/3/03. 

2. No claims were amended. No claims were added; none were deleted. 

3. Claims 1-27 as presented in the Request for Continued Examination(Paper #7) and 
Amendment A(Paper #8) filed 8/8/03 are pending. 

Claim Rejections - 35 USC § 103 

4. The following is a quotation of 35 U.S.C. 103(a) which forms the basis for all 
obviousness rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as 
set forth in section 102 of this title, if the differences between the subject matter sought to be 
patented and the prior art are such that the subject matter as a whole would have been obvious 
at the time the invention was made to a person having ordinary skill in the art to which said 
subject matter pertains. Patentability shall not be negatived by the manner in which the invention 
was made. 

5. Claims 1-27 are rejected under 35 USC 103(a) as unpatentable over 
Glasserman(US Pat. No: 6,381,586) in view of Shepherd(US Pat. No: 6,157,918) and 
further in view of Makivic(US Pat. No: 6,061,662). 

6. As per claims 1-27 Glasserman teaches a method of performing a contingent 
valuation(Abstract)(Fig 6/606)(Fig 5/508).GIasserman teaches selecting an importance- 
sampling distribution with stratification or Monte-Carlo simulation 
sequencing(Abstract)(Fig 1/1 1/12/13)(Fig 2-7).GIasserman provides a method whereby 
assets may be priced(col 2 lines 4-12).GIasserman also teaches variance reduction 
techniques in different asset valuations(Table 1)(col 8 lines 5-27)(Table 2). In addition to 
that taught by Glasserman, Shepherd further teaches depicting future values with future 
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times of maturity(Fig 7) for derivatives(Fig 9B)(Fig 10A)(Fig 10B)(Fig 1 1 A)(Fig 
.11B)(12A)(Fig 12B) utilizing discount rates as well as calculational means(col 2 line 50- 
col 3 line 18)(col 14 line 54-col 15 line 15). Shepherd also teaches net contingent 
amounts(Fig 9A) and implied contingent amounts as well as assessed probabilities of 
occurrences(Fig 9B) as well as sets of contingent payouts(Fig 18A). Shepherd further 
teaches contingent entitlements multiplied by assessed probabilities of occurrence to 
equal net contingent valuation amounts(Fig 23B)(Fig 32B) and net contingent 
entitlements multiplied by asset prices to equal implied contingent amounts(Fig 32A) 
and feasible contingent entitlement payouts(Fig 24)(Fig 26).ln addition to that taught by 
Shepherd, Makivic also teaches price changes and losses in derivative markets(Fig 
3)(col 4 lines 12-20) and the utilization of a Monte Carlo method(col 4 line 25-col 7 line 
24) for pricing assets(Abstract) which incorporates utilizing historical asset data(Fig 
1/50).lt would have been obvious to one skilled in the art at the time of the invention to 
combine Glasserman in view of Shepherd to teach part of the above. The motivation to 
combine is to teach a method to reduce investment risk as enunciated by Shepherd(col 
1 line 37-col 2 line 9).lt would have been obvious to one skilled in the art at the time of 
the invention to combine Glasserman in view of Shepherd and further in view of Makivic 
to teach the above. The motivation to combine is to teach a method for derivative 
valuation for market participants as enunciated by Makivic(col 2 lines 58-62). 

Claim Rejections - 35 (JSC §112 
7. The following is a quotation of the second paragraph of 35 U.S.C. 112: 

The specification shall conclude with one or more claims particularly pointing out and distinctly claiming 
the subject matter which the applicant regards as his invention. 
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8. Claims 1-27 rejected under 35 U.S.C. 112, second paragraph, as failing to set 
forth the subject matter which applicant(s) regard as their invention. In particular, 
applicant is requested to present the defining equations, conditions,assumptions in the 
model formulation together with the derivations in sufficient detail so that one of ordinary 
skill in the art can evaluate the model. The defining equations, assumptions, limitations 
and validity conditions should be addressed by applicant, as well as stability issues with 
respect to the solutions obtained as well as the sets of conditions under which the 
Black-Sholes options pricing model holds true for the present disclosure. The model 
must be presented in sufficient derivational detail to permit one to determine its novel 
features as advanced by applicant. The relaxation of the restrictive assumptions in an 
optionality of a discretionary investment should be delineated. 

Claim Rejections - 35 USC § 101 

9. 35 U.S.C. 101 reads as follows: 

Whoever invents or discovers any new and useful process, machine, 
manufacture, or composition of matter, or any new and useful improvement 
thereof, may obtain a patent therefor, subject to the conditions and requirements 
of this title. 



10. Claims 19-27 are rejected under 35 USC 101 for failing to describe a concrete, 
useful and tangible output. Identification of the particularly calculated values and their 
use in the model is required. 
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Response to Arguments 

1 1 . Applicant's arguments filed 12/3/03 have been fully considered but they are not 
persuasive. Glasserman and Makivic both teach pricing options(Fig 1/12)(Abstract) 
which includes pricing for a contingent future benefit. Makivic further teaches 
ascertaining current asset data(Fig 1/40) which incorporates current asset pricing as 
well as the determination of historical option price volatility estimation based on real 
data(Fig 4).Calculation of the present value from a distribution of future values is well 
known and is directly dependent upon an imputed interest rate, or discount rate and an 
entire family of discount rates may be derived to produce a distribution of present 
values. 

Conclusion 

12.. THIS ACTION IS MADE FINAL Applicant is reminded of the extension of time 

policy as set forth in 37 CFR 1.136(a). 

A shortened statutory period for reply to this final action is set to expire THREE 

MONTHS from the mailing date of this action. In the event a first reply is filed within 

TWO MONTHS of the mailing date of this final action and the advisory action is not 

mailed until after the end of the THREE-MONTH shortened statutory period, then the 

shortened statutory period will expire on the date the advisory action is mailed, and any 

extension fee pursuant to 37 CFR 1 .136(a) will be calculated from the mailing date of 

the advisory action. In no event, however, will the statutory period for reply expire later 

than SIX MONTHS from the mailing date of this final action. 
********************************^ 
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13. Questions concerning this communication should be addressed to the primary 
examiner of record, Dr. Geoffrey Akers, P.E., who can be reached between 6:30 AM 
and 5:00 PM Monday through Friday at 703-306-5844. If attempts to contact the 
examiner are unsuccessful, the primary examiner's superior, Mr. Vincent Millin, SPE, 
may be telephoned at (703)-308-1065. 

The fax number for Formal or Official faxes and Draft or Informal faxes to 
Technology Center 3600 or this Art Unit is (703)-308-3687. 
GRA / 




DR. GEOFFREY R. AKERS, P.E. 
PR6JARY EXAMINER 



